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SUBJECT: INDO-SOVIET JOINT COMMISSION: A LARGE 
BASKET OP OLD BUSINESS 

BEGIN CONFIDENTIAL 

SUMMARY: A HIGH-RANKING SOVIET DELEGATION DISCUSSED A LARGE 
NUMBER OP COLLABORATIVE PROJECTS IN NEW DELHI ON THE OCCASION 
OP THE POURTH MEETING OP THE INDO-SOVIET JOINT ECONOMIC COM- 
MISSION MARCH 1-6. OPPICIAL SPOKESMEN DESCRIBED THE RESULTS 
OP THE MEETING AS DRAMATIC AND THE PRESS INTERPRETED THE SOV- 
IET POSITION AS "AGREEMENTS" TO PROVIDE WIDESPREAD AID. THE 
TALKS HAD A POLITICAL SIGNIPICANCE IN GIVING SOME PRACTICAL 
CONTENT TO THE DESAI GOVERNMENT'S POLICY OP MAINTAINING A 
CLOSE ECONOMIC RELATIONSHIP WITH THE SOVIET UNION. BUT THERE 
WERE NO BREAKTHROUGHS IN REALITY. SOVIET TECHNICAL AND FINAN- 
CIAL ASSISTANCE CONTINUES TO BE RESTRICTED TO METALLURGY AND 
MINING, AND IS NOT RESPONSIVE GOVERNMENT'S GOALS OP DEVELOP- 
ING INDIA'S POOR RURAL POPULATION. END SUMMARY. 
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END CONPIDENTIAL 

BEGIN UCLASSIPIED 

1 . THE INDO-SOVIET JOINT COMMISSION ON ECONOMIC, SCIENTIPIC 
AND TECHNICAL COOPERATION HELD ITS POURTH SESSION IN NEW 
DELHI BETWEEN MARCH I AND MARCH 6. THE 17-MEMBER SOVIET DPT.E- 
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CATION WAS HEADED BY DEPUTY PRIME MINISTER I.V. ARKHIPOV AND 
INCLUDED A HANDFUL OE DEPUTY MINISTERS. MANY OE THE SOVIETS 
HAD ARRIVED ON FEBRUARY 23 TO BECIN HICH-LEVEL TALKS THAT 
EVENTUALLY BROKE UP INTO SEVEN SUB-CROUPS. THE JOINT COMMIS- 
SION MET ONLY ON THE OPENINC DAY AND ACAIN ON MARCH 6 TO SION 
A PROTOCOL. ARKHIPOV HIMSELF CAME TO INDIA EARLY IN ORDER TO 
ATTEND THE INAUOURATION OE THE THIRD BLAST EURNACE AT THE 
BOKARO STEEL MILL. WHILE HERE HE HELD MEETINCS WITH PRIME 
MINISTER DESAI AND THE MINISTERS OF PETROLEUM, CHEMICALS AND 
FERTILIZERS, INDUSTRY, AND STEEL AND MINES. 

2. BOTH SIDES PUT THE BEST FACE ON THE RESULTS OF THE TALKS. 
FOREICN MINISTER VAJPAYEE, WHO HEADED THE INDIAN DELEOATION TO 
THE JOINT COMMISSION, CALLED THE MEETINC "A MOMENTOUS BEOIN- 
NINO." ARKHIPOV SPOKE OF A "QUALITATIVELY NEW STAOE" IN THEIR 
BILATERAL ECONOMIC RELATIONS. WHILE THE PRESS TENDED TO REFER 
TO THE RESULTS OF THE TALKS AS "ACREEMENTS," THE TEXT OF THE 
PRESS NOTE WAS CAREFUL IN SPEAKINC OF TOPICS BEINC EXAMINED, 
PROCRESS BEINC MADE, AND EXPLORINC POSSIBILITIES. 

3. THE FOLLOWINC ARE THE KEY RESULTS OF THE MEETINCS, AS IDEN- 
TIFIED IN THE COVERNMENT PRESS RELEASE: 

(A) BOKARO AND BHILAI STEEL PLANTS: "COMPLETE ACREEMENT WAS 
REACHED BETWEEN THE TWO SIDES ON ACTION TO BE TAKEN FOR TIMELY 
IMPLEMENTATION" OF THE EXPANSION PROJECTS FOR THESE TWO 
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PLANTS. MORE SPECIFICS-INCLUDINC THE QUESTION OE THE CREATER 
USE OF INDIAN OR THIRD COUNTRY EQUIPMENT AND TECHNOLOCY-WERE 
NOT REVEALED. SECONDLY, "ENERCETIC STEPS WOULD BE TAKEN EOR 
THE MODERNIZATION OF TECHNOLOCY AND PRODUCTION PROCESSES" AT 
THE TWO PLANTS, WHICH WOULD LEAD TO CAPACITY EXPANSION. THE 
INDIAN SIDE TOLD THE PRESS THAT THIS TECHNOLOCY WOULD BE AVAIL- 
ABLE FOR APPLICATION TO OTHER INDIAN STEEL PLANTS. 

(B) ALUMINA PLANT: "PROCRESS WAS MADE" WITH RECARD TO THE 
PROPOSED PLANT. NEW DELHI 3727 REPORTS ON THE CONTRACTS SICNED 
BETWEEN BALCO AND THE RUSSIANS FOR A DETAILED EEASIBILITY 
STUDY. 

(C) EAST COAST BLAST FURNACE COMPLEX: HERE TOO "PROCRESS WAS 
MADE," BUT NO FURTHER DETAILS WERE PUBLISHED OFFICIALLY. 

(D) OTHER SOVIET PROJECTS: COMPLETION OF THE MATHURA REEIN- 
ERY, AND "OPERATION" OF THE HEAVY MACHINE BUIT.DTNC PLANT AT 
RANCHI AND THE HEAVY ELECTRICALS PLANT AT HARDWAR ALSO WERE 
LISTED AS PROJECTS ON WHICH "COMPLETE ACREEMENT WAS REACHED... 
ON ACTION TO BE TAKEN EOR TIMELY IMPLEMENTATION." 
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(E) NON-FERROUS METAELURGY: THE SOVIETS AGREED TO PROVIDE NEW 
TECHNOLOGY FOR THE PROCESSING OF POLY-METALLIC ORES AND TO 
"MAKE AN OFFER FOR PREPARING" A FEASIBILITY STUDY FOR THE PRO- 
DUCTION OF NICKEL FROM LIMONITIC ORES IN ORISSA. COOPERATION 
IN OTHER AREAS WAS "ENVISAGED." THE RUSSIANS AGREED TO 
ASSIST IN THE TRAINING OF SPECIALISTS AND THE SUPPLY OF EQUIP- 
MENT FOR GEOLOGICAL INVESTIGATIONS. A WORKING GROUP WAS SET 
UP TO DISCUSS FURTHER AREAS OF COOPERATION. 
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(F) THIRD COUNTRY PROJECTS: THE SUBJECT OF INDIAN PARTICIPA- 
TION IN SOVIET PROJECTS IN THIRD COUNTRIES "FIGURED PROMI- 
NENTLY" IN THE TALKS. THE TWO SIDES AGREED TO "ENSURE EARLY 
ACTION TO INVOLVE PARTICIPATION OF INDIAN ORGANIZATIONS IN THE 
SUPPLY OF EQUIPMENT AND IN DESIGNING, CONSTRUCTION AND EREC- 
TION WORK.". $ 

(G) LONG-TERM ECONOMIC PROGRAM: THE PRESS NOTE INTRODUCED ITS 
REPORT ON THE MEETING BY STATING: "THE WHOLE EXERCISE WAS 
DONE IN A PERSPECTIVE OF A LONG-TERM PROGRAM STRETCHING OVER 
THE NEXT 10-15 YEARS. THE DETAILS OF SUCH A PROGAM ARE TO 

BE WORKED OUT IN 1978." THIS LED MUCH OF THE INDIAN PRESS TO 
DESCRIBE THE RESULTS OF THE MEETING AS "LONG-TERM AGREEMENTS" 
ON SOVIET AID TO INDIAN INDUSTRY. THE CALL FOR THE ELABORA- 
TION OF SUCH A LONG-TERM PROGRAM ALONG WITH PROSPECTS FOR THE 
ALUMINA PLANT, HAD BEEN THE ONLY SUBSTANTIVE ECONOMIC RESULT 
OF PRIME MINISTER DESAI'S VISIT TO MOSCOW LAST OCTOBER. THE 
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JOINT COMMISSION ANNOUNCED THAT A WORKING GROUP HAD BEEN SET 
UP TO PREPARE THIS PROGRAM, WHICH WOULD "KEEP IN VIEW THE EAR 
REACHING CHANGES THAT ARE TAKING PLACE IN TP ECONOMIES OE THE 
CONEIDENTIAL 
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TWO COUNTRIES." AS PART OP THIS, A SEPARATE GROUP WOULD BEGIN 
WORK ON THE I98I-I985 LONG-TERM TRADE PLAN. 

(H) COMPLEMENTARY INDUSTRIAL-PRODUCTION: THE TWO SIDES AGREED 
TO "ADQLORE THE POSSIBILITY" OP ENLARGING COOPERATION IN 

THE "COMPLEMENTARY PRODUCTION OF SELECTED ITEMS OF INDUSTRIAL 
OUTPUT FOR MUTUAL SUPPLIES." THIS VAGUE FORMULATION PRESUM- 
ABLY REFERS TO INDIA'S F ART , TER GOALS OF "PRODUCTTON COOPERA- 
TTON" ATMED AT GREATER EXPORTS OF TNDUSTRIIL GOOD TO THE SOV- 
IET UNION. 

(I) TROPO-SCATTER COMMUNICATION AGREEMENT: THE TWO SIDES CON- 
CLUDED AGREEMENTS FOR THE IMPLEMENTATION OF THE 1977 PROTOCOL 
ON ESTABLISHING A NEAURADIO COMMUNICATIONS SYSTEM BETWEEN THE 
TWO COUNTRIES. 

4. ACCORDING TO LOCAL PRESS REPORTS, THE JOINT COMMISSION 
SESSION PRODUCED TWO OTHER AGREEMENTS: 

(A) SUB-COMMISSION ON SCIENCE AND TECHNOLOGY: THE TWO GOV- 
ERNMENTS AGREED TO SPIN OFF A PERMANENT SUB-COMMISSION ON 
SCIENCE AND TECHNOLOGY. NO SUBSTANTIVE DISCUSSIONS IN THIS 
AREA WERE REPORTED. 

(B) OIL EXPLORATION: THE SOVIETS REPORTEDLY AGREED TO ASSIST 
THE GOI IN ON-SHORE OIL EXPLORATION IN THE NORTHEASTERN STATE 
OF TRIPURA, USING NEW TECHNOLOGY. 

5. SOME REPORTERS TOTED UP TH :9 5 9 * -)) 5#3 049'3:5 43*- 
ERRED TO IN THE PRESS RELEASE. THE TIMES OF INDIA THURSDAY 
HEADLINED ITS STORY ON JOINT COMMISSION RESULTS: "SOVIET 
AID FOR PLANTS INVOLVING RS. 1000 CRORE" (EQUIVALENT OF $1.25 
BILLION). THE ECONOMIC TIMES TWISTED THE FACTS EVEN MORE AND 
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STATED IN AN EDITORIAL LAUDING THE RESULTS OF THE MEETING" 

"THE NEW PROJECTS NOW DECIDED UPON ARE LIKELY TO RAISE THE 
TOTAL VALUE OF SOVIET ASSISTANCE TO INDIA, WHICH STOOD AT 
RS. 2000 CRORE ON MARCH 31, 1977, TO APPROXIMATELY RS. 3000 
CRORE." 
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END UNCLASSIFIED 

BEGIN CONFIDENTIAL 

6. COMMENT: WHILE THE SCOPE OF THE INDO-SOVIET DISCUSSIONS 
OVER THE TWO WEEKS IS IMPRESSIVE, WE DO NOT SEE THAT THERE 
HAVE BEEN ANY STARTLING BREAKTHROUGHS OR SIGNIFICANT SHIFTS. 
IN GENERAL, THERE APPEARS TO HAVE BEEN SOME FORWARD MOTION 
ON PROJECTS WHICH HAVE BEEN UNDER CONSIDERATION OR IMPLEMEN- 
TATION FOR AT LEAST A YEAR OR MORE, AND THE FIELD OF COLLAB- 
ORATION REMAINS LIMITED TO METALLURGICAL INDUSTRIES AND MIN- 
ING. 
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7. THE SOVIETS HAVE, FOR EXAMPLE, BEEN INTERESTED IN THE EAST 
COAST ALUMINA PROJECT SINCE IT WAS FIRST PROPOSED TO THEM AT 
LEAST TWO YEARS AGO. CREDIT TERMS WERE UNDER DISCUSSION LAST 
YEAR (SEE 77 MOSCOW I58I9), AND THE PROBLEM HAS LONG BEEN 
RECOGNIZED TO BE INDIAN FINANCING OF LOCAL COSTS. ACCORDING 
TO A GOI SOURCE, BALCO ITSELF WILL PAY FOR FEASIBILITY STUDY. 

THE GOI DECISION TO PROCEED WITH THE PROJECT IS AT LEAST A 
YEAR AWAY AND THE EXTENT OF SOVIET PARTICIPATION IS STILL UN- 
DECIDED. (SOME PRESS REPORTS, APPRENTLY BASED ON AN OFFICIAL 
SOURCE, STATE THAT SOVIET FINANCING OF "LOCAL COSTS" COULD BE 
MET BY IMPORTS OF RUSSIAN CEMENT AND STRUCTURAL STEEL.) 

8. AS FOR THE BLAST FURNACE, THIS PROJECT IS THE BRAIN- 
CHILD OF MINISTER OF STEEL AND MINES BIJU PATNAIK. WHEN IT WAS 
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GIVEN PUBLICITY LAST YEAR, THE PRESS REPORTED THAT PLANNING 
COMMISSION WAS OPPOSED TO INCLUDING THE PROJECT IN THE SIXTH 
LIVE YEAR PLAN. THE PLAN IS NOW IN THE LAST STAGES OF CLEAR- 
ANCE AND ITS PUBLICATION WILL REVEAL WHETHER THE GOI ITSELF 
INTENDS TO PUSH AHEAD WITH THE PROPOSAL. 

9. OTHER ITEMS ARE SIMILARLY NON-NEWS: AGREEMENT TO UP- 
CONEIDENTIAL 
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GRADE THE EXISTING CAPACITY OP BOKARO AND BHILAI WITH NEW 
TECHNOLOGY WAS REACHED LAST SEPTEMBER (77 NEW DELHI 13088), 

IN THE WAKE OP THE GOI DECISION TO RELY LESS ON SOVIET AID 
IN THE EXPANSION PROJECTS. A GOI OPFICIAL POINTED OUT TO US 
THAT PREPARATIONS FOR NEW LIVE- YEAR TRADE AND PAYMENTS AGREE- 
MENT ALWAYS BEGIN TWO TO THREE YEARS IN ADVANCE. AN ORIGINAL 
CONSIDERATION OF THE TROPOSCATTER COMMUNICATIONS SYSTEM BEGAN 
BEFORE 1975. 

10. GIVEN THE APPARENT EPFORT TO BE COMPREHENSIVE, IT IS 
INTERESTING TO NOTE THAT NO MENTION HAS BEEN MADE OF SOVIET 
COLLABORATION IN THE MALANJKHAND COPPER PROJECT OR THE SEV- 
ERAL COAL DEVELOPMENT PROJECTS, WHICH HAVE BEEN THE SUBJECT 
OP AGREEMENTS IN THE PAST. 

1 1 . THAT LEAVES THE ATMOSPHERICS. THE DESAI GOVERNMENT HAS 
USED THE JOINT COMMISSION AS AN OCCASION TO REAPPIRM-IN 
RELATIVELY PRACTICAL TERMS-ITS DESIRE TO MAINTAIN A CLOSE 
COLLABORATIVE RELATIONSHIP WITH THE SOVIET UNION IN THE ECO- 
NOMIC SPHERE. WE BELIEVE THIS POLICY LIES BEHIND THE DECISION 
LAST YEAR TO UPGRADE THE CHAIRMANSHIP TO THE POREIGN MINISTER 
LEVEL (WITH THE SOVIETS GOING EVEN ONE BETTER). THERE WERE 
PROTRACTED WORKING LEVEL TALKS AND SOME CONCRETE PROGRESS WAS 
PROBABLY MADE. THE PRESS COMMUNIQUE WAS PURPOSEPULLY EXTEN- 
SIVE AND THE PUBLIC ORATORY WAS GRAND. THE EMPHASIS ON THE 
LONG-TERM APPROACH TO THE ECONOMIC RELATIONSHIP ECHOES THE 
JANATA GOVERNMENT'S POSITION THAT, AS VAJPAYEE SAID AT THE 
PORMAL BANQUET, INDO-SOVIET PRIENDSHIP WAS NOT BASED ON TRANS- 
IENT CONSIDERATIONS. 

12. NONETHELESS, THE PUNDAMENTAL WEAKNESS IN THE ECONOMIC 
RELATIONSHIP PERSISTS: THE INDIAN GOVERNMENT HAS RECOGNIZED 
THAT AT THIS STAGE IN INDIA'S DEVELOPMENT, THE GROWTH OF HEAVY 
CONEIDENTIAL 
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INDUSTRY HAS OUTPASSED ECONOMIC NEED; IT HAS THEREFORE TURNED 
TO DEVISING MEANS OF PROVIDING ECONOMIC BENEPITS MORE DIRECTLY 
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TO ITS RURAL MASSES. IN THIS ENDEAVOR, OE THE HIGHEST POL- 
ITICAL INTEREST TO THE DESAI GOVERNMENT, THE SOVIETS APPEAR 
ABLE TO PLAY LITTLE IE ANY PART. 

GOHEEN 


CONEIDENTIAL 
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